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the extension by that international finan.
cial institution of any loan or the furnishing
of any financial assistance or technical as-
sistance to Peru during the fiscal year 1986
or any fiscal year thereafter, unless the cer-
tification required under paragraph (1) is
made for that fiscal year.

(d) PHARMACEUTICAL Uszs.—In carrying
out this section, coca produced solely for
pharmaceutical purposes shall not be count-
ed in determining amounts of production.

(e) DErFINITIONS.—AS used in this section—

(1) the term “coca” means the coca bush
(which is the plant of any species of the
genus Erythroxylon) and the coca leaf
(which is the leaf of the coca bush); and

(2) the term “United States assistance™
has the same meaning as is given that term
by section 481(iX4) of the Foreign Assist-
ance Act of 1961.

On page 63, line 1, insert “the certification
required by section 509(c) is made and"
after “‘only if".
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By Mr. BLAZ:
—At the end of title VI (page 142, after line
2) add the following new section:
SEC. 686. REPEAL OF LIMITATION ON TRANSPORTA-
TION OF CERTAIN MOTOR VEHICLES
THROUGH GUAM.

Bection 652 of the Department of Defense
Authorization Act, 1885 (Public Law 98-525;
88 Stat. 2550), is repealed.

' By Mr. FOGLIETTA:

—At the end of title II (page 29, after line

14) add the following new section:

SEC. 207. LIMITATION ON STRATEGIC DEFENSE INI-
TIATIVE PROGRAMS.

None of the funds appropriated pursuant
to authorizations of appropriations in this
title for Strategic Defense Initiative pro-
grams may be used for development, demon-
stration, test, or evaluation of the use of
weapons powered by nuclear explosions in
space.

By Mr. GREEN:
—At the end of title I (page 22, after line 23)
add the following new section:
SEC. 111. TEN-PERCENT REDUCTION IN PROCURE-
MENT ACCOUNTS.

The total amount obligated or expended
from funds appropriated pursuant to the
authorizations of appropriations in this title
may not exceed 90 percent of the amount
equal to the sum of the amounts authorized
to be appropriated in this title.

By Mr. NICHOLS:
—Page 143, after line 19, add the following
new section:
SEC. 802. ALLOWABLE COSTS.

(2) REGULATION OF ALLOWABLE COSTS PAy-

ABLE TO DEFENSE CONTRACTORS.—(1) Chapter
‘137 of title 10, United States Code, is
amended by adding at the end thereof the
following new section:

“82324. Allowable costs under defense contracts

“(aX1) The Secretary of Defense shall re-
quire that a covered contract provide that if
the contractor submits to the Department
of Defense a proposal for settlement of indi-
rect costs incurred by the contractor for any
period after such costs have been accrued
and if that proposal includes the submission
of an indirect cost that has been expressly
specified by statute or regulation as being
unallowable—

“(A) that cost shall be disallowed; and

“(B) the contractor shall pay to the
United States an amount equal to the great-
er of $10,000 or

» i) the amount of the disallowed cost,
plus interest; or

*(ii) if the cost is of a type that has been
finally determined, before the submission of
such proposal, to be expressly unallowable
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to that contractor, an amount equal to twice
the amount of the disallowed eost. plus in-
terest.

*(2) An action by the Secretary under a
contract provision required by paragraph
(1) to disallow a cost and to require payment
of & contractor—

“(A) shall be considered to be a final deci-
sion for purposes of section 6 of the Con-
tracts Dispute Act of 1978 (41 U.S.C. 605);
and

*“(B) shall be appealable in the manner
provided in section 7 of such Act (41 U.S.C.
606).

*(3) Interest under paragraph (1) shall be
computed—

*“(A) from the date on which the cost is
questioned; and

“(B) at the applicable rate prescribed by
the Secretary of the Treasury under section
6621 of the Internal Revenue Code of 1954.

“(b) The following costs are not allowable
under a covered contract:

“(1) Costs of entertainment. including
amusement, diversion, and social activities
and any costs directly associated with such
costs (such as tickets to shows or sports
events. meals. lodging. rentals, transporta-
tion, and gratuities).

*(2) Costs incurred to influence (directly
or indirectly) congressional action on any
legislation or appropriation matters pending
before Congress.

*(3) Costs incurred in defense of any
fraud proceeding brought by the United
States where the contractor is found liable
for fraud or has pleaded nolo contendere to
a charge of fraud.

“(4) Fines and penalties resulting from
violations of, or failure to comply with, Fed-
eral, State, or local laws and regulations,
except when incurred as a result of compli-
ance with specific terms and conditions of
the contract or specific written instructions
from the contracting officer.

*“(5) Costs of membership in any social,
dining, or country club or organization.

“(6) Costs of alcoholic beverages.

“(D Contributions or donations, regard-
less of the recipients.

*(8) Costs of advertising designed to pro-
mote the contractor or its products.

“(9) Costs of promotional items and me-

moribilia, including models, gifts, and souve-
nirs.
*“(10) Except as provided in subsection (c¢),
costs for travel by aircraft to the extent
that such costs exceed the amount of the
standard commerical fare for travel by
common carrier between the points in-
volved.

“(cX1) Subsection (bX10) does not apply if
travel by common carrier at standard fare—

“(A) would require travel at unreasonable
hours; '

*(B) would excessively prolong travel:
~ “(C) would result in overall increased costs
that would offset potential savings from
travel at standard commercial fare; or

*“(D) would not meet physical or medical
needs of the person traveling.

*(2) Subsection (bX10) does not apply to
travel by aircraft other than a common car-
rier if—

“(A) travel by such aircraft is specifically
required for contract performance or is oth-
erwise specifically authorized under the
contract;

“(B) travel by common carrier is impracti-
cal; and .

“(C) the travel performed is for business
purposes and requires the use of such air-
craft.

“(3) Costs for air travel in excess of that
allowed by subsection (b)(10) may only be
allowed by reason of one of the exceptions
contained in paragraph (1) or by reason of
paragraph (2) if the exception is fully docu-
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mented and justified, including, in the case
of an exception under paragraph (2), full
documentation of the use of the aircraft for
business purposes.

*(dX1) The Secretary ‘of Defense shall
prescribe regulations to establish criteria
for the allowability of indirect contractor
costs under Department of Defense con-
tracts. Such regulations shall be prescribed
as part of the Department of Defense sup-
plement to the Federal Acquisition Regula-
tion. In developing specific criteria for the
allowability of such costs, the Secretary
shall consider whether reimbursement of
such costs by the United States is in the
best interest of the United States. Such reg-
ulations—

“(A) shall define in detail and in specific
terms those costs that are unallowable
under contracts entered into by the Depart-
ment of Defense; and

*(B) shall provide that specific costs unal-
lowable under one cost principle shall not
be allowable under any other cost principle.

“(2) The regulations under paragraph (1)
shall, at a minimum. clarify the cost princi-
ples applicable to contractor costs of the fol-
lowing:

“(A) Air shows.

“(B) Advertising.

*(C) Recruitment.

“(D) Employee morale and welfare.

“(E) Contributions of donations.

“(F) Community relations.

“(G) Dining facilities.

“(H) Professional and consulting services.

“¢I) Compensation.

“(J) Selling and marketing.

“(K) Travel.

- “(L) Public relations.

“(M) Hotel and meal expenses.

*“(N) Membership in civic, community, and
professional organizations.

*(3) Such regulations shall specify the cir-
cumstances under which clauses (A) and (B)
of subsection (cX1) may be applied.

*(4) Such regulations shall require that a
contractor be required to provide current,
accurate, and complete documentation to
support the allowability of an indirect cost
at the time a proposal for final settlement
of indirect costs is submitted to the United
States. If such documentation is not suffi-
cient to support the allowability of the cost,
the cost becomes expressly unallowable and
is not subject to negotiation.

“(eX1) The Secretary of Defense shall re-
quire the resolution of each cost which is
challenged by the United States as being
unallowable in the contractor's submission
for final overhead settlement applied to cov-
ered contracts unless—

*“(A) the contractor and the contracting
officer cannot agree on the allowability of
the cost under existing cost principles;

*“(B) the contracting officer documents
the reasons why an agreement cannot be
reached; and

*“(C) the contractor agrees that costs of
that type will not be submitted to the De-
partment of Defense for payment as an al-
lowable indirect cost to the future.

*(2) The Secretary of Defense shall pro-
vide that, whenever feasible and practicable,
the defense contrgct auditor be present at
any negotiation or meeting with the con-
tractor regarding a determination of the al-
lowability of indirect costs of the contrac-
tor.

“(fX1) A contractor that submits a propos-
al for final settlement of indirect costs ap-
plicable to a covered contract shall be re-
quired to certify that all indirect costs in-
cluded in the proposal are allowable. Any
such certification shall be in & form pre-
scribed by the Secretary of Defense. .o
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*(2) The Secretary of Defense or the Sec-
retary of the military department concerned
may, in an exceptional case, waive the re-
quirement for certification under paragraph
(1) in the case of any contract if the Secre-
tary—

“(A) determines that it would not be in
the interest of the United States to require
such certification; and

“(B) states in writing the reasons for that
determination.

“(g) The Secretary of Defense shall pro-
vide that, in establishing the interim or pro-
visional rates for payment of indirect costs
to a defense contractor for which final set-
tlement will be made at a later time, such
rates shall be based upon amounts incurred
by such contractor for indirect costs less
any amount questioned by the agency with
responsibility for audits of defense con-
tracts.

“(h) In this section, ‘covered contract’
means a contract entered into by the De-
partment of Defense for an amount more
than $25,000—

(1) that is flexibly priced; or

*(2) for which cost or pricing data is re-
quired under section 2306(f) of this title.”.

(2) The table of sections at the beginning
of such chapter is amended by adding at the
end thereof the following new item:

'2324. Allowable costs under defense con-
tracts.”.

(b) REGULATIONS.—Nol later than 150 days
after the date of the enactment of this Act,
the Secretary of Defense shall prescribe the
regulations required by subsection (d) of
section 2423 of title 10, United States Code,
as added by subsection (a). Such regulations
shall be published in accordance with sec-
tion 22 of the Office of Federal Procure-
ment Act (41 U.S.C. 418b).

(2) Not later than 90 days after the date
of the enactment of this Act, the Secretary
of Defense shall submit to the Committees
on Armed Services of the Senate and House
of Representatives—

(A) a copy of proposed regulations to be
prescribed in accordance with paragraph
(1); and

(B) a report identifying—

(i) the nature of the proposed changes
that would be made by such proposed regu-
lations to the current cost principles on the
allowability of contractor costs; and .

(ii) the potential effect of such changes on
the allowability of contractor costs.

(¢) ErrecTive DATE.—Section 2324 of title
10, United States Code, as added by subsec-
tion (a), shall apply only to contracts en-
tered into on or after the date on which reg-
ulations are prescribed in accordance with
subsection (b).

SEC. 3. SUBPOENAS OF DEFENSE CONTRACTOR
RECORDS.

Section 2313 of title 10, United States
Code, is amended by adding at the end
thereof the following new subsection:

*“(dX1) The Secretary of Defense may re-
quire by subpoena the production of any
books, documents, papers, or records of a
contractor that are needed by the Secretary
for the purposes of subsection (a) or the
purposes of section 2306(f) of this title.
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“(2) Any such subpoensa, in the case of
contumacy or refusal to obey, shall be en-
forceable by order of an appropriate United
States district court.

‘(3) The Authority of the Secretary of
Defense under this subsection may only be
delegated—

*“(A) to an officer of the Department of
Defense appointed by the President, by and
with the advice and consent of the Senate;
or

*(B) to the director of the defense agency
or other element of the Department of De-
fense that has responsibility for audits of
defense contracts.”.

SEC. # LIMITATION ON ASSIGNMENTS OF PRINCI-
PAL CONTRACTING OFFICERS.

(a) LiuIiTr on Tours OF DUTY AND REas-
SIGNMENTS.—The Secretary of Delense shall
prescribe regulations—

(1) to limit to five years the maximum
tour of duty for which an officer or employ-
ee under the jurisdiction of the Secretary
may be assigned to represent the Depart-
ment of Defense with a particular contrac-
tor as a principal contracting officer; and

(2) to provide that an officer or employee
who has held a position as principal con-
tracting officer with a contractor may not
be reassigned to duty with that contractor
for a period of five years after the end of
the previous such assignment.

(b) WAIVER AUTHORITY.—The Secretary of
Defense or the Secretary of the military de-
partment concerned may, in an exceptional
case, waive the limitation in subsection (a)
in the case of any officer or employee if the
Secretary— .

(1) determines that it would not be in the
interest of the United States to apply such
limitation in that case; and

(2) states in writing the reasons for that
determination.

(c) DerinITION.—FOr purposes of this sec-
tion, the term “principal contracting offi-
cer’ means—

(1) a principal corporate administrative
contracting officer or deputy principal cor-
pogate administrative contracting officer;
an

(2) a principal administrative contracting
officer or deputy principal administrative
contracting officer.

By Mr. REGULA:
—Page 172, after line 20, insert the follow-
ing new section:
SEC. 1916. ESTABLISHMENT OF DEFENSE HEALTH
AGENCY.

.(a) IN GENERAL.—(1) Chapter 8 of title 10,
United States Code, is amended by adding
at the end thereof the following new sec-
tion:

“§ 193. Defense Health Agency

‘“(a) There is in the Department of De-
fense a Defense Health Agency. The medi-
cal health-care systems of the Army, Navy,
Marine Corps, and Air Force, and the facili-
ties and resources thereof, shall be adminis-
tered in policy and operation solely by the
Defense Health Agency.

“(b) The Office of the Assistant Secretary
of Defense of Health Affairs shall organize,
in conjunction with the Army, Navy, Marine
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Corps, and Air Force, the Defense Health-
Agency.

*(¢) The Defense Health Agency shall
function under the direction and control of
the Assistant Secretary of Defense for
Health Affairs. The Agency shall have sole
authority and discretion over policy and op-
eration of the medical health-care systems
of the armed forces of the United States.

“(d) For the purposes of this section the
Defense Health Agency shall be comprised
of two offices, designated as the Office of
Policy and Operation and the Defense
Readiness Office. These Offices are author-
lzed. and subject to, the individual responsi-
bilities, powers, and limitations as set forth
in this subsection. The Defense Health
Agency shall proscribe and oversee the
proper condiict of all functions delegated to
the respective offices:

“(1) The Office of Policy and Operation
shall be administered by the Assistant Sec-
retary of Health Affairs. Said office shail
administer the operation and policy of the
health care delivery system; oversee and
prescribe management information systems
and perform statistical studies; control and
allocate resources including the functions of
accounting, budgeting, and cost contain-
ment; and administer research and develop-
ment. ’

“(2) The Office of Defense Readiness
shall be jointly administered by the Sur-
geons Generals of the Army, Navy, and Air
Force. Said Office shall develop, implement,
and assess policy regarding the readiness of
the combat medical support in the opeating
and field forces; administer the policy and
operation of health care delivery in field fa-
cilities in peacetime or war; supervise the
training and development of health services
personnel; administer service unique oper-
ational medical support; and prepare for
necessary wartime medical mobilization.”.

(b} REQUIREMENT OF LICENSURE FPOR PHYSI-
CIANS PROVIDING CLiNICAL Carg.—(1) Chap-
ter 55 of title 10, United States Code. is
amended by adding st the end thereof the
following new section:

“§ 1094. Licensure of physicians providing climi-
cal care

“No individual may act, or be employed,
by the United States government, as a phy-
sician to provide clinical care unless the in-
dividual has received State licensure to
practice medicine and said individual has
satisfied any education credentials which
may be required by the Secretary of the De-
partment of Health and Human Services.™.

By Mr. SOLOMON:

—No person born after December 31, 1959
who is required to register with Selective
Service System and who has not so regis-
tered shall be employed in civil service posi-
tions in the Federal Government.

—No person born after December 31, 1959
who is required to register with Selective
Service System and who has not so regis-
tered shall perform service under any con-
tract financed in whole or part by funds ap-
propriated to the Department of Defense.
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